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HIGHLIGHTS 


The Government will reduce expenditures devoted to 
National Defence by $7 billion over five years. This 
represents a 12% reduction in planned defence 
expenditures. 


This cut is in addition to previous reductions in planned 
defence expenditures of $14 billion over the period 
1989-90 through 1997-98. 


This cut will be taken out of overhead so as to preserve 
the operational capabilities of the Canadian Forces. 


Departmental overhead will be cut by at least 15%. 
Defence infrastructure will be reduced as follows: 

e 4 bases, 4 stations and 13 units will be closed. 

e 5 bases and 2 stations will be reduced. 

e 2 bases will be consolidated within other bases. 

¢ 3 planned installations will be cancelled. 

Since 1989 the Regular Force has been reduced by about 
14,000 and the civilian workforce by about 3,000. A further 


16,500 military and civilian positions will be phased out 
over the next four years: 


e Regular Forces will be reduced from 74,800 to 66,700. 


e Civilian workforce will be reduced from 33,600 to 
25,200. 


e Reserve Forces will remain at just under 30,000 pending 
the results of the defence policy review. 


Consultations with unions have begun regarding 
separation arrangements to make the process of civilian 
personnel adjustments as orderly, fair and equitable as 
possible. 


Where cost-effective, the Department will pursue a 
number of business approaches including privatization, 
special operating agencies, and government-owned 
contractor-operated facilities. 


The measures in this budget will neither pre-empt nor 
pre-judge the outcome of the defence policy review. 
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OVERVIEW 


Expenditure Reduction 


The Government is taking strong action in this budget to deal 
with Canada’s financial situation. As part of this action, the 
planned expenditures of the Department of National Defence 

will be reduced by an additional $7 billion over the five years to 
1998-99. Table 1 identifies specific new cuts bearing on the next 
three years. 


Table 1 
Budget 1994 Cuts 
94-95 95-96 96-97 Total 
(millions of dollars) 

EH-101 395 654 657 1,706 
Defence (Red Book) 350 425 425 1,200 
Professional Services 80 124 124 328 
Additional 334 334 
Total 825 1,203 1,540 3,568 


The above cuts are in addition to earlier reductions in planned 
defence spending between 1989-90 and 1997-98 as 
Summarized below: 


e in 1989, National Defence’s planned funding levels were 
reduced by $2.7 billion. In 1990, projected spending was 
cut by a further $700 million; 


e the 1991 defence policy entailed additional cuts of 
$2.3 billion. This was followed by a spending freeze which 
further reduced National Defence’s budget by $200 million; 


e the February 1992 budget introduced new cuts of 
approximately $355 million; 


e the December 1992 Economic and Fiscal Statement and 
salary freeze brought an additional reduction of $2 billion. 
This was followed closely by the April 1993 budget which 
reduced spending by a further $4.8 billion; and 
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e other budgetary measures since 1989 amount to reductions 
of about $1.1 billion. 


In Summary, previous government decisions mandated 
reductions in planned defence expenditures of $14 billion 
between 1989-90 and 1997-98. This current budget reduction 
adds a further $7 billion over the next five years to National 
Defence’s contribution to deficit reduction. 


The Challenge 


Defence cuts made since 1989 have affected all areas of 
expenditure — personnel, operations and maintenance, and 
equipment. Since 1991-92, operational activities have been 
reduced by about 25% because of Cumulative reductions in 
operations and maintenance funding. This reduced level of 
activity will need to be continued. The navy will continue to sail 
less, the air force will continue to fly less, and the army will 
continue to train less. 


The Department of National Defence is maintaining infrastructure 
which is clearly in excess of any probable defence need. The 
Department is now at the point where further significant cuts to 
operational units would adversely affect the operational potential 
of the Canadian Forces. This, in turn, would limit the options 
available to the Government in determining the future roles and 
missions of the Canadian Forces in the defence policy review. 


In implementing these further reductions, the overriding objective 
is the preservation of effective, combat-capable forces, by 
striking a better balance between the operational and support 
elements of the Canadian Forces. To achieve this objective, the 
Department of National Defence must reduce its infrastructure 
and adopt more efficient ways of managing resources. 


About one-half of the $7 billion reduction called for in the budget 
will be achieved through the cancellation of the EH-101 helicopter 
project. The $5.8 billion which had been originally budgeted for 
the EH-101 over the 13-year life of the project has been 

removed. The Department will still have to find money for 
replacement helicopters should the requirement be confirmed 

in the defence policy review. 
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The balance of the savings will be achieved through a number 
of initiatives — the main focus of which will be the reduction of 
overhead expenses, including the closure, reduction and 
consolidation of Canadian Forces bases and units. 


There will be significant reductions in National Defence 
Headquarters, subordinate headquarters and units, as well as 

in the resources devoted to personnel support, materiel support, 
research and development, construction, communications, and 
the management of capital procurement. 


In brief, these deep cuts to the Department and the Canadian 
Forces will affect their structures and ways of operating. Their 
impact will be felt in all regions of the country. The cuts will be 
immediate, as they must be, in order to meet the assigned 
budget reductions. However, they have been planned so as not 
to pre-empt or pre-judge the outcome of the defence review. 


APPROACH TO REDUCTIONS 
“ATTACKING THE OVERHEAD” 


Departmental Strategy 


IN implementing the reductions mandated in the budget, while 
preserving the operational potential of the Canadian Forces, the 
Department will focus on reducing overhead. The three main 
elements of this strategy are a program of directed reductions, 
the reduction of surplus defence infrastructure, and the adoption 
of improved management practices. The approach reflects the 
desire among Canadians for greater frugality and efficiency in 
government operations, and should produce a better balance 
between the operational and support aspects of the 

defence program. 


Directed Reductions. The program of directed reductions 
(see pages 5 and 6) that will be undertaken by the Department 
will immediately reduce the proportion of expenditure devoted 
to the support elements. These measures entail: 


e ageneral reduction in departmental expenditure on support; 


e eliminating activities that are not essential to the 
maintenance of the operational capabilities of the Canadian 
Forces and the administration of the Department; and 
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e the reduction of headquarters and staffs to suit a leaner 
departmental and force structure. 


Reducing Surplus Infrastructure. The Canadian Forces have 
long maintained bases, depots and stations designed for a much 
larger force. Personnel reductions since 1989 have compounded 
this problem. This defence infrastructure represents a significant 
drain on the Department’s resources. With the reductions in 
defence expenditure announced in the budget (See pages 6 

to 10) the time has come to: 


e close certain bases, stations and units; 


e reduce the size of the remaining facilities to the minimum 
level compatible with operational effectiveness; and 


e consolidate activities on a smaller number of bases 
and stations. 


Adopting Improved Management Practices. |n the drive for 
greater efficiency the Department of National Defence has 
adopted innovative management practices as a way of gaining 
more value for money. The Department will accelerate efforts 
(see pages 11 and 12) in areas such as: 


e decentralizing authority and increasing accountability in 
everyday operations; 


e using the private sector where it makes sense to do so 
and where this results in the delivery of services at lower 
cost; and 


e ensuring that departmental programs do not duplicate 
those which exist outside the Department. 


Additional Reductions 


Even with all the proposed infrastructure and overhead 
reductions realized, the Department of National Defence will be 
unable to achieve the required savings without extending the 
reductions to other areas of expenditure; namely spare parts, 
repair and overhaul contracts, and contracts for new equipment 
procurement. Such measures will be necessary over the next 
three years during which time the overhead and infrastructure 
reductions will be phased in. 


Operations will be curtailed only as a last resort. The fighting 
strength of the Canadian Forces necessary to discharge current 
obligations will be maintained. The defence policy review will 
determine the future roles and missions of the Canadian Forces. 
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ADJUSTMENT DETAILS 


Directed Reductions 


The elimination of non-essential support, the reduction of 
overhead, and the pursuit of greater efficiency are central to the 
Department’s strategy for absorbing the announced reductions in 
defence expenditure. To this end, the Department will undertake 
the reductions to support activities set out in Table 2. 


Table 2 
Directed Reductions 


Expected 
Annual Savings 


(millions of dollars)" 


National Defence Headquarters ote, 
Command/Base efficiencies 180 
Reduce support functions 130 
Reduce project management 30 
Training reduction ae) 
R & D reduction 35 
Construction reduction oD 
Total 490 


(1) 4993-94 dollars. 


Details of these directed reductions are set out below. 


a Since 1990, the Department has been in the process of 
reducing the size of National Defence Headquarters by some 
20%. As aresult of the reductions contained in the budget, 
National Defence Headquarters will be reduced by a 
further 15%. 


=» The services provided by subordinate headquarters and bases 
will be reduced and remaining services streamlined for a saving 
of approximately 15%. 


« Expenditures related to personnel, materiel, and 
communications field units will be reduced by 15%. 


=» The personnel resources of project management offices 
will be reduced by some 25% over the next two years, as a 
consequence of a smaller capital program, and to account for 
the Department’s new acquisition policy outlined on page 12. 
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» The Department will reduce its expenditures on military and 
civilian individual training and development proportional to the 
overall personnel reduction. 


a The Department will reduce capital-equipment-related R&D 
expenditures by 25% over the next two years. 


a Inline with the down-sizing of the Canadian Forces, 
construction funding will be reduced by 20% over the 
next two years. 


In addition to the directed reductions outlined above, the 
Department will continue its initiatives to better align duties, 
responsibilities and rank structure. This process will result in 
fewer management and supervisory levels and positions. Further, 
this will lead to a higher ratio of non-commissioned members to 
officers in the Canadian Forces. 


The directed reductions outlined above will produce savings 
during the first five years of $1,865 million. By fiscal year 
1997-98, savings will be $490 million ($1993-94) per year. 


Reducing Surplus Infrastructure 


As a result of successive budget cuts, the Department of National 
Defence has for several years been reviewing and reassessing its 
infrastructure needs based on “military essential” criteria. The 
choice of installations to be closed, reduced or consolidated 

was guided by the following criteria: 


e their functions were no longer required or their capacity 
exceeded operational requirements; 


e they performed functions that the private sector could 
provide at lower cost; 


e their functions could be more efficiently performed through 
investments in new technologies; and 


e their functions could be transferred to another base or 
facility which would result in a more efficient overall force 
structure and command organization. 


The Government will immediately begin the closure of 

21 Canadian Forces bases, stations, and units. In addition to 
the previously noted directed reductions in Table 2, there will 
be further reductions at 7 facilities and 5 consolidations or 
cancellations. These are listed in Table 3. 
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Table 3 
Major Infrastructure Changes 
Action 
Canadian Forces Base Gander, Nfld. Reduced 
Canadian Forces Base Cornwallis, N.S. Closed 
Canadian Forces Station Mill Cove, N.S. Closed 
Canadian Forces Base Shearwater, N.S. Reduced & 
Consolidated 
Canadian Forces Station Shelburne, N.S. Closed 
Canadian Forces Base Chatham, N.B. Closed 
(including Tracadie Range) 
Planned Air-to-Ground Weapons Range, Cancelled 
Bagotville, Que. 
Planned Forward Operating Location and Cancelled 
Northern Training Facility, Kuujjuaq, Que. 
Canadian Forces Base Saint-Jean, Que. Reduced & 
Consolidated 
College militaire royal de Saint-Jean, Que. Closed 
Regional Medical Equipment Depot, Valcartier, Que. Closed 
Planned Naval Reserve Division, Valleyfield, Que. Cancelled 
Canadian Forces Ammunition Depot Angus, Ont. Closed 
Canadian Forces School of Music, Borden, Ont. Closed 
Canadian Forces Station Carp, Ont. Closed 
Canadian Forces Base Kingston, Ont. Reduced 
National Defence College, Kingston, Ont. Closed 
Canadian Forces Base North Bay, Ont. Reduced 
Canadian Forces Base Ottawa, Ont. Closed 
Canadian Forces Data Centre, Ottawa, Ont Closed 
Land Engineering Test Establishment, Ottawa, Ont. Closed 
Canadian Forces Staff School, Toronto, Ont. Closed 
Canadian Forces Base Toronto, Ont. Closed 
Canadian Forces Base Calgary, Alta. Reduced 
Canadian Forces Base Edmonton, Alta. Reduced 
Canadian Forces Detachment Penhold, Alta. Closed 
Canadian Forces Station Aldergrove, B.C. Closed 
Regional Medical Equipment Depot, Chilliwack, B.C. Closed 
Defence Research Establishment Pacific, Esquimalt, B.C. Closed 
Royal Roads Military College, Victoria, B.C. Closed 
Canadian Forces Station Masset, B.C Reduced 
Canadian Forces Detachment Nanaimo, B.C. Closed 


Canadian Forces Station Alert, N.W.T. Reduced 
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Supplementary Notes 


The consolidation of Canadian Forces Supply warehousing 
activities at existing sites in Edmonton and Montreal 
announced by the previous Government will go ahead, with a 
state-of-the-art inventory management system. This will result 
in the closure of the Canadian Forces Supply Depots located in 
Toronto, Ontario and in Moncton, New Brunswick as well as 
the Canadian Forces Publications Depot in Ottawa, Ontario. 


The closure announced by the previous Government of the 
Canadian Forces Base at Moncton, N.B. is confirmed. The 
Construction Engineering Unit will move from Winnipeg to 
Moncton. In addition, approximately 100 Department of 
National Defence positions will remain in Moncton in support 
of Reserve activities. 


Canadian Forces Base Shearwater will be reduced and 
consolidated within Canadian Forces Base Halifax; the 
shipborne helicopter (Sea King) operation will remain in the 
Shearwater location. 


Canadian Forces Base Saint-Jean will be reduced and 
consolidated within Canadian Forces Base Montreal. 


The senior executive clinic at the National Defence Medical 
Centre in Ottawa will be closed effective 1 April 1994. 


Currently there are nine Regular Force Bands. In the future 
there will be only four bands, one for each region. The air 
force band will cover the Western region, The Canadian 
Forces Band, a newly-formed unit, will cover the Central 
region, the army band will cover the Quebec region, and the 
navy band will cover the Atlantic region. The following bands 
will be eliminated: 


e the Naden Band (Esquimalt, British Columbia); 


e the Princess Patricia’s Canadian Light Infantry Band 
(Calgary, Alberta); 


e the Central Band (Ottawa, Ontario); 
e the Vimy Band (Kingston, Ontario); 
e the Royal 22° Regiment Band (Quebec City, Quebec); and 


e The Royal Canadian Regiment Band (Gagetown, 
New Brunswick) 


The resources dedicated to Reserve Force Bands will be 


reduced by 50%. 
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« lhe Cosmopolitan aircraft fleet will cease operations. 


a Air Combat and Mobility Group Headquarters will be formed 
at Canadian Forces Base Trenton. It will be an amalgamation 
of Fighter Group Headquarters, Canadian NORAD Region 
Headquarters (both currently at Canadian Forces Base 
North Bay), 10 Tactical Air Group Headquarters (at Canadian 
Forces Base Montreal), and Air Transport Group Headquarters 
(Canadian Forces Base Trenton). 


a Canadian Military College training will be consolidated at the 
Royal Military College of Canada in Kingston, Ontario where 
there will be an increase in the student population. As 
Canada’s only military university, the Royal Military College of 
Canada will become a fully bilingual institution. The Department 
will assess future options for the disposition of the vacated 
Royal Roads and College militaire royal sites. 


Reducing surplus infrastructure through closures and 
reductions of bases, stations and units and other changes 
outlined above will produce savings during the first five 
years of $850 million. By fiscal year 1997-98, savings will 
be $350 million ($1993-94) per year. 


New Initiatives 


a The existing DND-owned lands associated with the 
Downsview site will be held in perpetuity and in trust primarily 
as a unique urban recreational green space for the enjoyment 
of future generations. 


a The Department of Foreign Affairs and International Trade and 
the Department of National Defence will support the 
establishment of a private sector International Peacekeeping 
Training Centre in Cornwallis, N.S. using some of the facilities 
of the former base. The Centre will conduct research into 
peacekeeping theory and practice, and coordinate national 
and international conferences and seminars on all aspects 
of peacekeeping. 


a The Department will pursue the establishment of 
contractor-supported flying training at Canadian Forces 
Base Moose Jaw. 


» The Department will negotiate with the Kettle and Stoney Point 
Indian Band the return of Camp |pperwash, Ontario. 
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Adopting Improved Management Practices 


Management renewal is well underway in the Department. On 
bases, trial projects have shown that significant savings can be 
achieved if control over resources is further devolved to local 
commanders. Not only have base operating costs been lowered, 
but also valuable lessons have been learned that will be applied 
throughout the Department. 


The Department will continue to examine ways in which 
partnerships with the private sector can better deliver the 
services required to maintain operational capabilities at lower 
cost. Contracting out can, in some circumstances, be an 
effective way of providing essential support to military operations, 
both in Canada and abroad. 


The Department will also examine a number of other business 
approaches, including privatization, special operating agencies 
and government-owned contractor-operated facilities in such 
areas as: 


¢ maintenance facilities such as the 202 Workshop (Montreal), 
the Air Maintenance and Development Unit (Trenton) and the 
Ship Repair Units (Halifax and Esquimalt); and 


e Support Services such as warehousing, construction 
engineering, management of housing, travel reservations, 
postal services, medical and dental services, publishing, 
printing, film, video and photographic services, food services 
and the movement of furniture and effects. 


These initiatives may affect as many as 3,000 additional positions 
within the Department and the Canadian Forces. 


In addition, alternative methods for delivering the VIP 
Administrative Flight Service are being investigated by the 
Department, and recommendations on the composition of the 
fleet and options for delivering the service will be considered by 
the Government. 


The development of key military technologies is an essential 
aspect of the maintenance of modern armed forces. However, 
with declining budgets, means must be found to conduct 
Research and Development more efficiently. The Department will 
rationalize the work being carried out in its R&D establishments 
and harmonize their programs with private sector capabilities 
and other government departments. In order to benefit from the 
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leadership and expertise of the private sector in those key and 
leading-edge technologies considered essential for military 
requirements, the Department will increase the proportion of 
defence R&D expenditures directed towards Canadian industry 
and universities from 50% to 70% over the next five years. 
These changes will result in reduced staff and infrastructure at 
the Ottawa and Valcartier Defence Research Establishments. 


Finally, in its acquisition strategy, the Department of National 
Defence will emphasize the purchase of equipment “off the shelf”, 
the use of commercial standard technologies, and unless 
absolutely necessary, the avoidance of military modifications. In 
addition, the Department will manage more effectively its initial 
stocking of spare parts, in line with the positive experience gained 
in recent acquisitions. The Department will rely to a greater extent 
on the existing capacity of the private sector to meet the 

~ Canadian Forces in-service equipment support needs. 


These new management practices will reduce costs in all areas 
of the Department. Their application is essential to achieving the 
savings outlined previously. 


Summary 


The cost of implementing these overhead reduction 
measures will total some $1.1 billion over four years. The 
cumulative effect of their application will amount to savings 
of $840 million ($1993-94) per year by 31 March 1998. 


MANAGING PERSONNEL REDUCTIONS 


The major result of these expenditure reduction measures 
will be large cuts in the Department’s military and civilian 
work forces. Over the next four years, the Canadian Forces 

will be reduced by 8,100 and the civilian work force of the 
Department by 8,400. The Government is committed to making 
the process of adjustment for those affected as orderly, fair and 
equitable as possible. Table 4 summarizes the forecasted 
personnel reductions. 
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Table 4 


National Defence Personnel Downsizing 
I ee 


Regular Force Civilian Total 
CURRENT STRENGTH 74,800 33,600 108,400 
Previous plans 2,900 1,800 4,700 
Directed reductions 4,900 3,400 8,300 
Infrastructure cuts 2,900 3,200 6,100 
Total personnel reductions 10,700 8,400 19,100 
Operations enhancement?) (2,600) (2,600) 
Net personnel reductions 8,100 8,400 @) 16,500 
END STATE (31 March 1998) 66,700 25,200 91,900 


() The operational enhancement is designed to direct some of the administrative 
savings to enhance combat capability and relieve the pressure in meeting 
peacekeeping commitments. 


) This number could increase by as much as 3,000 if other business approaches 
under consideration prove cost-effective. 


The Reserve Force will remain at approximately its current 
level of just under 30,000 pending the results of the defence 
policy review. 


Military Personnel 


The military reductions will be accomplished through attrition, 
restrictions on recruiting, occupational reassignment and 
encouraged release through the Force Reduction Program. 
The directed release of military personnel will only be used as a 
last resort. This program will be targetted to specific Military 
Occupation Codes and implemented under the same general 
terms as the two previous reduction programs. 


The military Force Reduction Program provides for compensation 
to those members in military occupations which are in a surplus 
situation. In addition to normal release entitlements, the Force 
Reduction Program provides: 


= Leave benefits. Released personnel will be eligible for 
additional leave entitlements based on years of service. 


a Annuities. Special annuity provisions apply based upon years 
of service. 
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a» Relocation benefits. Released personnel will be eligible for 
special relocation benefits, which will be based on years 
of service. 


= Career assistance. Released personnel will be eligible 
for enhanced assistance in making the transition to a 
second career. 


In keeping with existing personnel policies, everything possible 
will be done to ensure that military personnel are treated in a fair 
and equitable manner. 


Civilian Personnel 


Currently, civilians represent approximately 31% of the full-time 
work force. Following the planned reductions of 8,400 they will 
represent about 27%. Civilian employees remain subject to the 
employment protection provisions of the Workforce Adjustment 
Directive. In addition, the Government has developed for the 
Department of National Defence a fair, cost-effective and 
comprehensive proposal called the Civilian Reduction Program 
to assist those indeterminate civilian employees who will be 
impacted by the reductions announced and begun by 

31 March 1996. This proposal is being refined in discussions 
with the Public Service unions. The authority for its application 
will be provided through legislation. 


Its purpose is to offer incentives to encourage employees to leave 
the Public Service expeditiously and thereby reduce the salary 
and other costs of the organization. The Government will propose 
a package that would include a financial component and an 
education/training component. 


It is proposed that: 
a The financial component would include: 


¢ alump sum payment of 12 months of regular pay; 


e severance pay calculated at the lay-off rate (two weeks of 
pay for the first year of service plus one week of pay for 
each additional year of service); and 


¢ a separation benefit for employees aged 50 or older with 


five years of service (one week of pay for every year of 
service to a maximum of 15 weeks). 


The maximum cash settlement, including severance pay, 
would not exceed 104 weeks of salary. 


dl 
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# The education/training component would consist of a total 
allowance of up to $7,000 for retraining in preparation for 
employment outside the Federal Public Service. The allowance 
could be spread over a period of four years. Employees aged 
50 or older with five years of pensionable service would have 
the option of choosing between the separation payment or an 
education/training allowance, whichever is the greater. 


Employees will be individually advised and given a period of 
notification to decide whether or not to accept the Civilian 
Reduction Program settlement. Once this period has expired, 
employees who have not opted for the Program would be 
declared surplus. At that point, the provisions of the Work Force 
Adjustment Directive would take effect and be strictly applied. 


The Government is consulting with respective employee 
representatives to finalize details of the package by 

11 March 1994 for inclusion in legislation. It is important to finalize 
this soon in order to be able to provide employees with a clear 
understanding of their options. The Department of National 
Defence is committed to working closely with union leaders in 
managing the implementation of these reductions. 


IMPACT OUTSIDE DND 


Communities 


The Government recognizes the impact that the reductions 

and closures will have on local communities. Accordingly, the 
Government will establish local offices or points of contact, 
where warranted, in affected communities, to coordinate the 
development and implementation of community adjustment 
plans. Departments most involved will include Human Resources 
Development, which administers the labour market adjustment 
programs, and the respective regional agencies with their regular 
suite of regional development programming. The Department of 
National Defence has reserved limited funding which will be 
available to assist in financing these offices and the development 
of community plans. 
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NATIONAL DEFENCE 


Under the previous Government, the Minister’s Advisory Group 
on Defence Infrastructure, in its report to the Minister of National 
Defence, called for public consultations to be held prior to base 
closures. The recommended process involved extensive 
consultations which would occur over an extended period of 
time. The Red Book, “Creating Opportunity”, identified defence 
expenditure reductions which were both immediate and drastic. 
The timing of the savings required in this budget could not await 
the completion of the recommended public consultation process. 
As aresult of successive budget cuts, the Department of National 
Defence has been reviewing and reassessing its infrastructure 
needs on a continuous basis for several years and was mindful of 
which locations could be considered for closure without 
impacting adversely on operational effectiveness. 


These base closures and facility reductions are occurring in order 
to save money. It will not, therefore, be possible financially to 
offset the impact of these decisions on local communities. 

The Federal Government is, however, prepared to work with 
community leaders and other levels of government to assist 

in the development and implementation of community 
adjustment plans. 


Industry 


These expenditure reductions combined with previous cutbacks 
will require the Department to reduce planned spending on new 
capital equipment procurement and ongoing operations and 
maintenance. The effects will be felt throughout the Canadian 
industrial sector and in all regions. 


Notwithstanding the decrease in spending noted above, there 
may well be greater opportunities for the private sector to 
participate in the provision of services to the Department, 
providing the business case can be made. 


National Impact 


In deciding which facilities would be closed, reduced, or 
consolidated and in determining which other measures would 
be implemented, every effort was made to take into account the 
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NATIONAL DEFENCE 


local and regional impact of these actions. While the Government 
was mindful of the importance of maintaining a balance of 
regional economic benefits, the essential determinant was that 
these difficult decisions make military and economic sense. 


Table 5 sets out the current distribution of defence expenditures 
by province and compares it to the anticipated situation which 
will pertain in 1996-97 following the cuts. These figures include 
total defence expenditures in Canada — capital, personnel, 
operations and maintenance, and grants and contributions. 


Table 5 
Expenditure Distribution by Province 
$ per capita % share 

Province 1992-93 1996-97 1992-93 1996-97 

estimate”) estimate 
Nova Scotia e260 1,091 10.6 10.8 
New Brunswick 948 851 6.4 or 
Manitoba #08) 439 ora oe 
Ontario 408 Shere. 38.6 37.0 
Alberta 344 254 8.2 7.1 
Newfoundland 308 269 1.6 Lhd 
Quebec 302 291 19.5 22.0 
British Columbia 217 219 8.6 8.0 
Northwest Territories Zot 205 O02 0.2 

and Yukon 

Saskatchewan 120 114 a tz 


Prince Edward Island 61 60 0.1 0.1 


(1) Estimated 1996-97 expenditures are expressed in 1992-93 dollars for 
comparison purposes. 


SUMMARY 


This budget will reduce the planned expenditures of the 
Department of National Defence by an additional $7 billion 

over five years. The implementation of the overhead reduction 
measures outlined in this budget paper will generate $840 million 
($1993-94) annually by 31 March 1998. 


NATIONAL DEFENCE 


The accrued savings totalling $7 billion over the next five years 
are set out in Table 6. (Where applicable, the total savings have 
been adjusted for one-time transition costs.) 


Table 6 
Planned Reductions 1994-95 to 1998-99 
Activity Five-year savings 


(millions of dollars) 


EH-101 cancellation 3,665 

Directed reductions 1,865 

Infrastructure closures, reductions and 850 
consolidations, and other savings 

Other economies (capital/spares, repair 620 
& overhaul, etc.) 

Total 7,000 


This $7 billion cut over the next five years represents a 12% cut 
in planned defence expenditures. The overall reduction strategy 
is to cut overhead while preserving operational capabilities. 
Moreover, the budget savings have been planned so as 

to avoid pre-empting the results of the defence policy review. 
Measures include: 


e closing, reducing or consolidating 11 bases, 6 stations 
and 13 units; 


e cancelling 3 planned installations; 
e reducing overhead costs and enhancing productivity; and 


e contracting out or privatizing a variety of services where 
a business case can be made. 


As aresult of these activities, the size of the Canadian Forces and 
the civilian workforce will be reduced by at least 16,500 positions 
over the next four years. By the end of fiscal year 1997-98, the 
Regular Force will be reduced from 74,800 to 66,700 and the 
Civilian work force will be reduced from 33,600 to approximately 
25,200. The Reserves will remain at just under 30,000 pending 
the results of the defence policy review. 


The reductions of the budget will also have an impact on National 
Defence's capital equipment program in the short term. The 
long-term capital spending plans will be shaped by the results 

of the defence policy review. 
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